




































































































































































wone o o .. .Remaining
~Note  *  Amortization . :
Reéference - - _Period December 31,

2012 2011
(in thousands)

‘Employee related benefits Undetermined - 20,911 21,527

Environmental clean:u

Income taxes - ' ) 14 Plant Lives 162,154 124,967
Other : : Various - 18,146 12,344

27 Years

Gas storage sales

Environmental clean-up

Various 2,272 1,772

Pension and Employee Related Benefits

We recognize the unfunded portion of plan benefit obligations in the Balance Sheets, which is remeasured at each year end, with a
corresponding adjustment to regulatory assets/liabilities as the costs associated with these plans are recovered in rates. The portion of
the regulatory asset related to our Montana pension plan will amortize as cash funding amounts exceed accrual expense under GAAP.
The SDPUC allows recovery of pension costs on an accrual basis. The MPSC allows recovery of postretirement benefit costs on an

accrual basis. The MPSC allows recovery of other employee related benefits on a cash basis.

' 'Montana Distribution System Infrastructure Project (DSIP)

We have an accounting order to defer certain incremental operating and maintenance expenses associated with DSIP. Pursuant to
the order, we have deferred expenses incurred during 2011 and 2012 as a regulatory asset associated with the phase-in portion of the
DSIP. These costs will be amomzed into expense over five years beginning in 2013.

Energy Supply Derivatives

To manage our exposure to fluctuations in commodity prices we routinely enter into derivative contracts. Certain contracts for the
puirchase of natural gas associated with our gas utility operations do not qualify for NPNS. We use the mark-to-market method of
accounting for these derivative contracts as we do not elect hedge accounting. Upon settlement of these contracts, associated proceeds
or costs are refunded to or collected from our customers con51stent w1th revulatory requirements; therefore, we record a reculatory

asset or liability based on chanves in market value.

Environmental clean-up

Environmental clean-up costs are the estimated costs of investigating and cleaning up contaminated sites we own. We discuss the
specific sites and clean-up requirements further in Note 20 - Commitments and Contingencies. Environmental clean-up costs are
typically recoverable in customer rates when they are actually incurred. We record changes in the regulatory asset consistent with
changes in our environmental liabilities. When cost projections become known and measurable, we coordinate with the appropriate

regulatory authority to determine a recovery period.




Income Taxes
 Tax assets primarily reflect the effects of plant related temporary differences such as flow-through of depreciation, repairs related .
dedtictions, removal costs, capitalized interest and contributions in aid of construction that we will recover or refund in future rates.
* We amortize these amounts as temporary differences reverse. U e

Unbilled Revenue

~ In accordance with regulatbry guidance in South Dakota, we recognize revenue when it is billed. Accordingly, we record a - :
- regulatory liability to offset unbilled revenue: : . : S L .

State & Local Taxes & Fees (Montana Property Tax Tracker)

Under Montana law, we are allowed to track the increases in the actual level of state and local taxes and fees and recover these
amounts. The MPSC has authorized recovery in the property tax tracker of approximately 60% of the estimated increase in our local
taxes and fees (primarily property taxes) as compared to the related amount included in rates during our last general rate case.

Gas Storage Sales

A regulatory liability was established in 2000 and 2001 based on gains on cushion gas sales in Montana. This gain is being flowed
to customers over a period that matches the depreciable life of surface facilities that were added to maintain deliverability from the

field after the withdrawal of the gas. This regulatory liability is a reduction of rate base.
(20) Commitments and Contingencies

Qualifying Facilities Liability

Our QF liability primarily consists of unrecoverable costs associated with three contracts covered under the Public Utility

Regulatory Policies Act. The QFs require us to purchase minimum amounts of energy at prices ranging from $71 to $136 per MWH
through 2029. Our estimated gross contractual obligation related to the QFs is approximately $1.1 billion through 2029. A portion of
ely $0.9 billion through 2029.- The present

the costs incurred to purchase this energy is recoverable through rates, totaling approximat
value of the remaining QF liability is recorded in our Balance Sheets as a regulatory disallowance liability pursuant to ASC 980. The

following summarizes the change in the QF liability (in thousands): -

December 31,
2012 2011

Gain on CELP arbitration decision

See Note 5 — Colstrip Energy Limited Partnership (CELP) for 'ad_ditiona] discussion related to the adjustment.of the QF liability related

to the CELP arbitration decision. :

The following summarizes the estimated gross contractual obligation less amounts recoverable through rates (in thousands):




Gross ~ Recoverable ,
Obligation Amounts Net

71,598 57,188 14,410

2016

800,262 - 625,616 174,646

Long Term Supply and Capacity Purchase Obligations

_ We have entered into various commitments, largely purchased power, coal and natural gas supply and natural gas transportation.

contracts. These commitments range from one to 25 years. Costs incurred under these contracts were approximately $340.8 million
and $390.3 million for the years ended December 31, 2012 and 2011, respectively. As of December 31, 2012, our commitments under
these contracts are $293.6 million in 2013, $192.5 mrlhon in 2014, $1 17.5 million in 2015, $117.3 mllhon in 2016 $103.6 miliion in
2017, and $737.8 million thereafter. These commitments are not reflected in our Financial Statements.

Environmental Liabilities

The operation of electric generating, transmission and distribution facilities, and gas gathering, transportation and distribution
facilities, along with the development (involving site selection, environmental assessments, and permitting) and construction of these
assets, are subject to extensive federal, state, and local environmental and land use laws and regulations. Our activities involve
compliance with diverse laws and regulations that address emissions and impacts to the environment, including air and water,
protection of natural resources, avian and wildlife. We monitor federal, state, and local environmental initiatives to determine potential
impacts on our financial resulits. As new laws or regulations are implemented, our policy is to assess their applicability and implement

the necessary modifications to our facilities or their operation to maintain ongoing compliance.

Our environmenta] exposure includes a number of components, including remediation expenses related to the cleanup of current

" or former properties, and costs to comply with changing environmental regulations related to.our operations. At present, the. majority . ........ ..

of our environmental reserve relates to the remediation of former manufactured gas plant sites owned by us. We use a combination of

site investigations and monitoring to formulate an estimate of environmental remediation costs for specific sites. Our monitoring

procedures and development of actual remediation plans depend not only on site specific information but also on coordination with the
- different environmental regulatory agencies in our respective Junsd1ct1ons therefore, while remediation exposure exists, it may be

. many years before costs become fixed and reliably determinable.

Our ligbility for environmental remediation obligations is estimated to range between $28.3 million to $36.4 million, primarily for
- manufactured gas plants discussed below. As of December 31, 2012, we have areserve of approximately $31.5 million, which has not
been discounted. Environmental costs are recorded when it is probable we are liable for the remediation and we can reasonably
estimate the liability. Over time, as specific laws are implemented and we gain experience in operating under them, a portion of the
costs related to such laws will become determinable, and we may seek authorization to recover such costs in rates or-seek insurance
reimbursement as applicable; therefore, although we cannot guarantee regulatory recovery, we do not' expect these-costs to have a

material effect on our financial position or ongoing operatlons

Manufactured Gas Plants - Approximately $26.2 million of our environmental reserve accrual is related to manufactured gas

" plants. A formerly operated manufactured gas plant located in Aberdeen, South Dakota, has been identified on the Federal
Comprehensive Environmental Response, Compensation, and Liability Information System list as contaminated with coal tar residue.
We are currently conducting remedial actions at the Aberdeen site pursuant to work plans approved by the South Dakota Department
of Environment and Natural Resources (DENR). Our current reserve for remediation costs at this site is approximately $12.4 million,
and we estimate that approximately $8.8 million of this amount will be incurred during the next five years.




We also own sites in North Platte, Kearney and Grand Island, Nebraska on which former manufactured gas facilities were
located. During 2005, the Nebraska Department of Environmental Quality (NDEQ) conducted Phase II investigations of soil and .
groundwater at our Kearney and Grand Island sites, During 2006, the NDEQ released to us-the Phase II Limited Subsurface - . -
Assessments performed by the NDEQ's environmental consulting firm for Kearney and Grand Island. In February 2011, NDEQ
~ completed an Abbreviated Preliminary Assessment and Site Investigation Report for Grand Island, which recommended additional

ground water testing, In April of 2012, we received a letter from NDEQ regarding a recently completed Vapor Intrusion Assessment
Report and an invitation to join NDEQ's Voluntary Cleanup Program (VCP). We declined NDEQ's offer to join its VCP at this time
and also committed to conducting a limited soil vapor investigation. We will work independently to fully characterize the nature and
extent of impacts associated with the former MGP. After the site has been fully characterized, we will discuss the possibility of joining -
NDEQ's VCP. Our reserve estimate includes assumptions for additional ground water testing: At present, we cannot determine with a
‘reasonable degree of certainty the nature and timing of any risk-based remedial action at our Nebraska locations.

In addition, we own or have responsibility for sites in Butte, Missoula and Helena, Montana on which former manufactured gas
plants were located. An investigation conducted at the Missoula site did not require remediation activities, but required preparation of
a groundwater monitoring plan. The Butte and Helena sites were placed into the Montana Department of Environmental Quality
- (MDEQ) voluntary remediation program for cleanup due to excess regulated pollutants in-the groundwater: Voluntary soil and coal tar .. - -

removals were conducted in the past at the Butte and Helena locations in accordance with MDEQ requirements. We have conducted
additional groundwater monitoring at the Butte and Missoula sites and, at this time, we believe natural attenuation should address the
conditions at these sites; however, additional groundwater monitoring will be necessary. Monitoring of groundwater at the Helena site
is ongoing and will be necessary for an extended period of time. At this time, we cannot estimate with a reasonable degree of certainty
the nature and timing of risk-based remedial action at the Helena site or if any additional actions beyond monitored natural attenuation

will be required.

Global Climate Change - There are national and international efforts to adopt measures related to global climate change and the-
contribution of emissions of greenhouse gases (GHG) including, most significantly, carbon dioxide. These efforts inciude legislative
proposals and EPA regulations at the federal level, actions at the state level, and private party litigation relating to GHG emissions.
Coal-fired plants have come under particular scrutiny due to their level of GHG emissions. We have joint ownership interests in four
electric generating plants, all of which are coal fired and operated by other companies. We have undivided interests in these facilities -
and are responsible for our proportionate share of the capital and operating costs while being entitled to our proportionate share of the

power generated.

regulation of GHG emissions, the establishment of cap and trade programs and the establishment of Federal renewable portfolio
standards, Congress has not passed any federal climate change legislation and we cannot predict the timing or form of any potential
legislation. In the absence of such legislation, the EPA is regulating GHG emissions under its existing authority pursuant to the Clean .
Air Act. For example, EPA regulations now require that major sources in the United States annually report information regarding, and

obtain certain permits for, their GHG emissions.

In March 2012, the EPA proposed New Source Performance Standards that would limit carbon dioxide emissions from new
electric generating units (EGUs). The proposed limits would not apply to existing or reconstructed EGUs. The proposed rule was part
of an agreement to settle litigation brought by states, municipalities and environmental groups. The EPA accepted comments on the

_proposed standards through the end of June 2012. The EPA currently estimates that the final standards will be issued in March 2013.

On June 20, 2011, the U.S. Supreme Court'issued a decision that bars state and private parties from bringing federal common law
nuisance actions against electrical utility companies based on their alleged contribution to ciimate change. The Supreme Court's
decision did not, however, address state law claims. This decision is expected to affect other pending federal climate change litigation.
In addition, on June 26, 2012 a federal court issued a ruling affirming several of the EPA's greenhouse gas rules, which had been
challenged by industry petitioners and certain states. Although we are not a party to any of these proceedings, additional litigation in

federal and state courts over these issues is continuing.

Physical impacts of climate change may present potential risks for severe weather, such as floods and tornadoes, in the locations
where we operate or have interests. Furthermore, requirements to reduce GHG emissions from stationary sources could cause us to
incur material costs of compliance, increase our costs of procuring electricity in the marketplace or curtail the demand for fossil fuels




such as oil and gas. In addition, we believe future legislation and regulations that affect GHG emissions from power plants are.likely,
_ although technology to efficiently capture, remove and/or sequester such emissions may not be available within a timeframe consistent
© with the implementation of such 1equ1rements We cannot predlct with any certainty whether these risks will have a material impact

on.our operatrons

. Coal Combustzon Reszduals ( CCRs) In June 2010 the EPA proposed two approaches toregulating the dlsposal and
management of CCRs under the Resource Conservation and Recovery Act (RCRA). CCRs include fly ash, bottom ash and scrubber
wastes. Under one approach, the EPA would regulate CCRs as a hazardous waste under Subtitle C of RCRA. This approach would
- have significant impacts on coal-fired plants, and would require plants to retrofit their operationsto comply with hazardous waste
requirements from the generation.of CCRs and associated waste waters through transportation and disposa]. This could also have a
negative impact on the beneficial use of CCRs and-the current markets associated with such use. The second approach would regulate
CCRs as a solid waste under Subtitle D of RCRA. This approach would only affect disposal, most significantly any wet disposal, of
CCRs. The EPA has not yet issued a final CCR rule; however, litigation has commenced to require them to do so. In addition, -
legislation was introduced in Congress to regulate coal ash in the absence of EPA action.. We cannot predict at this time the final
requirements of any CCR regulations or legislation and what impact, if any, they would have on us, but the costs of complymg with

any such requirements could be significant.

Water Intakes - Section 316(b) of the Federal Clean Water Act requires that the location, design, construction and capacity of any
" cooling water intake structure reflect the “best available technology” for minimizing environmental impacts. Permits required for
existing facilities are to be developed by the individual states using their best professional judgment until the EPA takes action to
address several court decisions that rejected portions of previous rules and confirmed that the EPA has discretion to consider costs
relative to benefits in developing cooling water intake structure regulations. In March 2011, the EPA proposed a rule to address
impingement and entrainment of aquatic organisms at existing cooling water intake structures. The EPA is under a consent.decree to
issue a final rule by June 2013. When a final rule is issued and implemented, additional capital and/or increased operating costs may
be incurred. The costs of complying with any such final water intake standards are not currently determinable, but could be

significant.
Clean Air Act Rules and Associated Emission Control Equipment Expenditures

The EPA has proposed or issued a number of rules under different provisions of the Clean Air Act that couid require the
installation of emission control equipment at the generation plants where we have joint ownership.

The Clean Air Visibiliry Rule was issued by the EPA in June 2005, to address regional haze in national parks and wilderness
- areas across the United States. The Clean Air Visibility Rule requires the installation and operation of Best Available Retrofit
Technology (BART) to achieve emissions reductions from designated sources (including certain electric generatmc units) that are

deemed to cause or contribute to visibility impairment in such 'Class I' areas.

In December 2011, the EPA issued a final rule relating to Mercury and Air Toxics Standards (MATS), which was formerly the
proposed Maximum Achievable Control Technology standards for hazardous air poltutant emissions from new and existing electric
generating units. Among other things, these MATS standards set stringent emission limits for acid gases, mercury, and other
hazardous air pollutants. Facilities that are subject to the MATS must come into compliance within three years after the effective date
- of the rule (or by 2015) unless a one year extension is granted on a case-by -case basis. This compliance deadline has been delayed for
new power plants pending the EPA's reconsideration of certain MATS emission limits for-these sources, which the EPA expects to . .
firialize in March 2013. Numerous challenges to the MATS standards have been filed with the EPA-and in Federal court.and we

cannot predlct the outcome of such challenges.

On July 7, 2011, the EPA ﬁnalized the Cross-State Air Pollution Rule (CSAPR) to reduce emissions from electric generating
units that interfere with the ability of downwind states to achieve ambient air quality standards. Under CSAPR, significant reductions
in emissions of nitrogen oxide (NOx) and sulfir dioxide (SO2) were to be required beginning in 2012. After having issued a stay of
CSAPR earlier this year, however, a Federal court found that CSAPR violated federal law and ordered that it be vacated. The Clean
Air Interstate Rule remains in effect until the EPA issues a valid replacement. It is unknown whether the EPA will petition the

Supreme Court to review the Federal court's ruling,




We have Jomt ownershipin generation plants located in- South:Dakota, North Dakota, Iowa and Montana that are or may become .
subject to various regulatlons that have been issued or proposed under the Clean Air Act, as dlscussed below. .

South Dakota. The South Dakota DENR determined that the Blcr Stone Plant, of which we have a23.4% ownershlp, is subject to
the BART requirements of the Regional Haze Rule. South Dakota DENR's State Implementation Plan (SIP) was approved by the EPA -
- in May 2012. Under-the SIP, tie Big Stone plant must install and: operate a new BART compliant air quality control system (AQCS) -

- to reduce SO2, NOx and particulate emissions as expeditiously as practicable, but no later than five years after the EPA's approval of -
the SIP. The current project.cost for the AQCS is estlmated to be approxnnately $490 million (our share is 23.4%) and it is expected to

- be operat1onal by 2016.

Our incremental capltal expenditure prOJecttons mclude amounts related to our share of the BART technologies at Big Stone
based on current estimates. We could, however, face additional capital or financing costs. We will seek to recover any such.costs
through the regulatory process. The SDPUC has historically allowed timely recovery of the costs of environmental improvements;

however, there is no precedent on a project of this size.

Based on the finalized MATS standards, it appears that Big Stone would meet the requirements by installing the AQCS system -
and using mercury contro] technology such as activated carbon injection. Mercury emissions monitoring equipment is already
installed at Big Stone, but its operation has been put on hold pending additional regulatory direction. The equipment will need to be

reevaluated for operability under the final rule.
North Dakota. The North Dakota Regional Haze SIP requires the Coyote generating facility, of which we have 10.0% ownership,

to reduce its NOx emissions. Coyote must install control equipment to limit its NOx emissions to 0.5 pounds per million Btu as
caiculated on a 30-day rolling average basis, including periods of start-up and shutdown, beginning on July 1, 2018 The current

estimate of the total cost of the project is approximately $6 million (our share is 10.0%).

Based on the finalized MATS standards, it appears that Coyote would meet the requirements by using mercury control technology
such as activated carbon injection.

Iowa. The Neal 4 generating facility, of which we have an 8.7% ownership, is installing a scrubber, a baghouse, activated carbon
and a selective non-catalytic reduction system to comply with national ambient air quality standards and MATS standards. These

improvements are also expected to result in compliance with the regional haze provisions of the Clean Air Act. Capital. expenditures BT

for such equipment are currently estimated to be approxunately $270 million (our share is 8.7%). The plant began i mcurrmg such
costs in 2011 and the project is expected to be complete in 2013

. Montana. Colstrip Unit 4, a coal fired generating fac111ty in which we have a 30% interest, is currently controlling emissions of
mercury under regulations issued by the State of Montana, which are more strict than the Federal MATS standard. The owners do not
believe additional equipment will be necessary to meet the MATS standards for mercury, and anticipate meeting all other expected
- MATS emissions limitations required by.the rule without additional costs except those costs related to increased monitoring - :

‘frequency. These additional costs are not expected to be significant.

In September 2012, a final Federal Implementation Plan for Montana was published in the Federal Register to address regional
- haze. As finalized, Colstrip Unit 4 does not have to improve removal efficiency for pollutants that contribute to revlonal haze. The
plan is reviewed every ﬁve years and Colstrlp Unlt 4 could be 1mpacted during a subsequent review period. S

See 'Legal Proceedings - Notice of Intent to Sue Colstrlp Owners below for discussion of potential Sierra Club litigation.
Other - We continue to manage equipment containing polychlorinated biphenyl (PCB) oil in accordance with the EPA's Toxic
Substance Control Act regulations. We will continue to use certain PCB-contaminated equipment for its remaining useful life and will,

thereafter, dispose of the equipment according to pertinent regulations that govern the use and disposal of such equipment.

We routinely engage the services of a third-party environmental consulting firm to assist in performing a comprehensive
evaluation of our environmental reserve. Based upon information available at this time, we believe that the current environmental



. reserve properly reflects our remediation exposure for the sites currently and previously owned by us. The portion of our.
environmental reserve applicable to site remediation may be subject to change as a result of the following uncertainties: - .

- . ‘We may not know all sites for which we are alleged or will be found to be responsible for remediation; and
~ -~ Absent performance .of certain testing at sites where we have ‘_béen identified as responsible for remediaﬁon,_' we .cannot
estimate with a reasonable degree of certainty the total costs of remediation. : .

LEGAL PROCEEDINGS

Colstrip Litigation

- On July 25, 2012, the Sierra Club and fhe Montana Environmental Information Center (MEIC) served on each of the individual
owners of the Colstrip Steam Electric Station (CSES), including us and the owner or managing agent of the station, a notice of intent
to sue for alleged violations of the federal Clean Air Act, 42 U.S.C. § 7401 et seq. Since serving the initial notice of intent to sue, the

Sierra Club and MEIC have revised it three times.

On March 6, 2013, the Sierra Ciub and the MEIC (Plaintiffs) filed suit in the United States District Court for the District of
Montana against the individual owners of the CSES, including us, and the operator or managing agent of the station. Plaintiffs'
complaint, which includes 39 claims for relief, alleges violations of the Clean Air Act and seeks injunctive and declaratory relief, civil
penalties, imposition of a beneficial environmental project, and recovery of their attorney fees. Plaintiffs have identified physical
changes made at the CSES between 1992 and 2012, which they allege have increased emissions of SO2, NOx and particulate matter
and were “major modifications” subject to permitting requirements under the Clean Air Act. They also have alleged violations of the
requirements related to Part 70 Operating Permits, as well as provisions in the Montana State Implementation Plan regulating the
opacity of emissions. We intend to vigorously defend this lawsuit. Due to the preliminary nature of the lawsuit, at this time, we cannot
predict or determine the outcome of the lawsuit, nor is it reasonably possible to estimate the amount of loss, if any, that would be

‘associated with an adverse decision.

Other Legal Proceedings

. .. Wearealso subject to, varigus other legal proceedings, governmental audits and claims that arise in the ordinary course of N
business. In the opinion of management, the amount of ultimate liability with respect to these other actions will not materially affect

our financial position, results of operations, or cash flows.

21 Common Stock

‘We have 250,000,000 shares authorized consisting of 200,000,000 shares of common stock with a $0.01 par value and 50,000,000
shares of preferred stock with a $0.01 par value. Of these shares, 2,265,957 shares of common stock are reserved for the incentive plan

awards. For further detail of grants under this plan see Note 18 - Stock-Based Compensation.

. In February 2012, we filed a shelf registration statement with the SEC that can be used for the issuance of debt or equity
securities. In April 2012, we entered into an Equity Distribution Agreement pursuant to which we may offer and sell shares of our
common stock from time to time, having an aggregate gross sales price of up to $100 million. Through December 31, 2012, we have
received net proceeds of approximately $28.5 mllhon from the sales of 815,416 common shares, after commissions and other fees,
under the Distribution Agreement. During the three months ended December 31, 2012, we sold no shares.

Repurchase of Common Stock

Shares tendered by employees to us to satisfy the employees' tax withholding obligations in connection with the vesting of
restricted stock awards totaled 22,789 and 2,750 during the years ended December 31, 2012 and 2011, respectively, and are reflected
in treasury stock. These shares were credited to treasury stock based on their fair market value on the vesting date.




MONTANA PLANT IN SERVICE - PROPANE

o o This Year LastYear . | - .
‘ : ' _"Account Number & Title' . Utility - Utility” =751 7% Change *
1 Local Storage Plant ;. : ‘ ' L
2| 3360 Land and Land Rights 3 64,954 | $ 64,954 -+ 0.00%
- 3| 3363 Other Equipment 381,748 381,748 ~.0.00%
- 4|Total Local Storage Plant 446,702 446,702 | 0.00%
6 Distribution Plant L : '
7)1 3376 Mains : 490,965 490,965 0:00%
8| 3380 Services 493,066 493,066 0.00%
-9| 3381 Customers Meters and Regulators 33,429 33,429 0.00%
10| 3382 Meter Installations ' -
11{_3389 Other Eguipment 51,888 51,888 0.00%
12|Total Distribution Plant 1,069,348 1,069,348 0.00%
13|Total Propane Plant in Service 1,516,050 1,516,050 0.00%|.
141
15| 3107 Construction Work in Progress - - -
16| 3117 Gas in Underground Storage 20,560 23,095 -10.98%
17 -
18 )
19]TOTAL PROPANE PLANT $ 1,536,610 | § 1,539,145 -0.16%
20
21
22 CONSOLIDATED December 31,
23 PLANT IN SERVICE 2012 - 2011
24
25| Montana Electric $2,316,701,843 | $ 2,167,521,871
~ 26| Yellowstone National Park 13,682,613 13,176,795
27| Montana Natural Gas (Includes CMP) 605,723,287 562,889,531
28| Common 84,766,822 79,977,860
29| Townsend Propane 1,516,050 1,516,050
30| South Dakota Electric 492,604,252 480,538,538
31| South Dakota Natural Gas 157,452,886 150,503,744
32 South Dakota Common 44,774,141 39,317,330
33| Asset Retirement Obligation 6,376,126 3,910,360
34|TOTAL PLANT $ 3,723,508,020 | $ 3,479,352,079

Schedule 19




MONTANA DEPREGIATION SUMMARY - PROPANE

Sch. 20
. g’%ﬁ _ o | L o Current.
o »@h%”? Functional Piant Class =~ - _Plant Cost ' |.  This Year LastYear - |Avg. Rate|]: . .
1| . Accumulated Depreciation : N o 1.
3} Local Storage Plant -~ $ 381,748 | $ 223905|% - 215,163 2.29%
4 ‘ R - - .
5| Distribution 1,069,348 | 468,087 433,802.| 3.24%
6 .
7
8|Total Accumulated Depreciation | $1,451,096.00 | $ 691,992.00 | $§ 648,965.00
9 .
10
11
12 :
13 Consolidated December 31,
14 Accumulated Depreciation 2012 2011
15
16]Montana Electric '$ 901,804,297 | $ 838,458,857
17|Yellowstone National Park 8,955,866 8,644,902
18|Montana Natural Gas (Includes CMP) 238,893,971 228,357,798
19{Common : 36,018,027 33,478,642
20|Townsend Propane 691,992 648,965
_21|South Dakota Electric 254,603,383 249,041,748
221South Dakota Natural Gas 68,599,519 64,714,374
23|South Dakota Common 12,389,577 11,240,646
24|Acquisition Writedown 66,471,868 73,854,295
25|Basin Creek Capital Lease 13,068,062 11,057,682
26|FIN 47 _ - 1,252,831 1,092,090
27|CWIP-Capital Retirement Clearing -4,589,625 -4,550,706
28|Total Consolidated Accum Depreciation $1,598,249,768 | $1,516,039,193

Schedule 20




MONTANA REGULATORY CAPITAL STRUCTURE & COSTS - PROPANE

' Commission Accepted - Most Recent

1/

% Capital -
Structure

" % Cost Rate

Weighted
Cost '

Docket Number:
Order Number

Common Equity
Long Term Debt

© 2009.9.129

- 7046h

48.00%
52.00%

TOTAL

100.00% 5

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

regulated gas utility effective December 9, 2010.

10.25%
. 5.76%

4.92%
3.00%

7.92%|

10]1/ Docket2009.9.129, Order 7048h specnfles the authorized capital structure and associated costs for the

Scheduie 22




STATEMENT OF CASH FLOWS : .
Description This year ‘Last Year % Change
1 Increase/(decrease) in Cash & Cash Equivalents: o o '
2|Cash Flows from Operating Activities: . ] ,
3| NetIncome $ 08,406,342 | $ 92,555,872 6.32%
4| Noncash Charges (Credits) to Income: . - :
5! Depreciation 107,677,003 102,754,939 4.79%
6| Amortization, Net (1,676,537) (1,872,457) 10.46%
7] Other Noncash Charges to Net Income, Net (40,823,868) 8,895,186 >-300:00%
8| Deferred Income Taxes, Net ' ' 65,871,867 59,551,081 10.61%
9| Investment Tax Credit Adjustments, Net (375,635) (423,561) 11.32%].
10| Change in Operating Receivables, Net 7,549,047 9,880,617 -23.60%
11| Change in Materials, Supplies & Inventories, Net 5,367,735 (8,830,208) 160.79%
12{ Change in Operating Payables & Accrued Liabilities, Net 21,727,054 (10,725,579) >300.00%
13| Allowance for Funds Used During Construction (AFUDC) (4,846,070) (1,876,583) -158.24%
14| Change in Other Assets & Liabilities, Net . 13,109,501 1,734,801 >300.00%
15( Other Operating Activities: :
16| Undistributed Earnings from Subsidiary Companies 10,657,063 (510,094) >300.00%
17| Change in Regulatory Assets (34,461,811)]  (29,541,321) -16.66%
18| Change in Regulatory Liabilities (780,115 5,587,054 -113.96%
19 Net Cash Provided by Operating Activities - 247,401,576 227,179,747 8.90%
20jCash Inflows/Outflows From Investment Activities:
21| Construction/Acquisition of Property, Plant and Equipment (322,474,752); (188,730,360) -70.87%
22! (Net of AFUDC)
23| Proceeds from Sale of Assets 261,793 209,396 25.02%
24 Net Cash Used in Investing Activities (322,212,959)] (188,520,964) -70.92%
25|Cash Flows from Financing Activities:
26| Proceeds from issuance of:
27| lIssuance of Long-Term Debt 150,000,000 - 100.00%
28| Credit Facilities Borrowings - 80,000,000 -100.00%
29! Issuance of Short Term Borrowings, Net - 166,933,493 -100.00%
30| Proceeds From Issuance of Common Stock, Net 28,477,203 - 100.00%
31| Payments for Retirement of:
32| Credit Facilities Repayments - | (233,000,000) 100.00%
33| Capital Lease Obiigations, Net (153,358) (11,079) >-300.00%
34| Repayments of Short Term Borrowings, Net (43,999,590) - 100.00%
35| Dividends on Common Stock (54,245,888)| (51,909,137) -4.50%
36| Other Financing Activities: - R Tt i T
37| Debt Financing Costs (943,014) (1,130,557) 16.59%
38| Treasury Stock Activity (429,673) 154,223 >-300.00%
39 Net Cash Provided by/(Used in) Financing Activities 78,705,680 (38,963,057) >300.00%
40|Net Increase/(Decrease) in Cash and Cash Equivalents 3,894,297 _ (304,274) >300.00%
41|Cash and Cash Equivalents at Beginning of Year 5,927,817 8,232,091 -4.88%
42|Cash and Cash Equivalents at End of Year $ 9,822,114 | $§ 5,927,817 65.70%
43
44(This financial statement is presented on the basis of the accounting requirements of the Federal Energy Regulatory
45|Commission (FERC) as set forth in its applicable Uniform System of Accounts. As such, subsidiaries are presented using the equity
46|method of accounting. The amounts presented are consistent with the presentation in FERC Form 1, plus Canadian Montana
47 |Pipeline Corporation. i
48
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MONTANA LONG TERM DEBT 1/

Outstanding Annuat
Issue Maturity Principal Net Per Balance | Yield to NetCost | Total
Description Date Date Amount Proceeds Sheet Maturity {Inc. Prem./Disc{ Cost %
1 :
2y - First Mortgage Bonds : A : : ,
3| 6.34% Series, Due 2019 03/26/09 | 04/01/19 $250,000,000 $247,657,313 | $249,895,312 6.340%| $16,514,170 6.61%
4] 5.71% Series, Due 2039 10/15/09 | 10/15/39 55,000,000 54,450,000 55,000,000 5710% 3,158,845 | 5.74%
5| 6.04% Series, Due 2016 09/13/06 | 09/01/16 150,000,000 148,302,298 - 149,973,050 6.040% 9,308,114 6.21%
6| 5.01% Series, Due 2025 05/27/10 | 05/01/25 161,000,000 160,075,635 161,000,000 5.010% 8,585,842 5.33%
7| 4.15% Series, Due 2042 08/10/12 | 08/10/42 60,000,000 59,623,329 60,000,000 4.150% 2,502,562 4.47%
8| 4.30% Series, Due 2052 08/10/12 | 08/10/52 40,000,000 39,748,886 40,000,000 4.300% 1,726,280 4.32%
9| Total First Mortgage Bonds $716,000,000 $709,857,461 | $715,868,362 $41,795,813; 5.84%
10 )
11 Poliution Control Bonds :
12|4.65% Series, Due 2023 04/27/06 | 08/01/23 $170,205,000 $164,451,956 | $170,205,000 4.650% $8,467,855 4.98%
13 ) ) .
14| Total Pollution Control Bonds $170,205,000 $164,451,956 | $170,205,000 $8,467,855" 4.98%
15 :
16| TOTAL LONG TERM DEBT $886,205,000 $874,309,417 | $886,073,362 $50,263,668 . 5.67%
17 : :
18
19] This schedule does not reflect capital leases, which are compnxed of Fleet Leases and the Basin Creek contract. These amounts total $256, 158 and
20 $32,917,879, respectively.
21
22
23
24
25
26
27
28
29
30 !
31
32
33
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Sch. 25

PREFERRED STOCK

Series

Issue
Date
Mo./Yr.

Shares
Issued

Par
Value

Call |.
Price - -

Net
Proceeds

Cost of
Money

Principal -
Qutstanding

Annual
Cost

Embed. - |,
-Cost% .

O ONO o AWM

NOT APPLICABLE

TOTAL
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COMMON STOCK
Avg. Number Book Dividends
: of Shares - Value Earnings Per . Price/
i Outstanding Per Share Per Share | Retention Market Price Earnings
S 1/, ] -Share [ (Declared)| Ratio . |- High Low Ratio
: -
2 Lo
3| January 36,281,644 $24.01 $36.39 | $34.36"
4 .
5 February 36,345,920 1 24.28 35.93 | 34.63
6l . : .
7]  March 36,385,268 24.18 $0.88 $0.37 35.82 34,22
8
9]  April 36,390,258 24.31 36.05 33.72
10
11 May 36,783,569 24.45 35.85 34.47
12
13| June 37,081,672 24.30 0.31 0.37 . 37.05 34.80
14
15 July 37,202,374 24.50 37.96 36.08
16
17| August 37,205,154 2473 37.35 35.66
18 ‘
19/  September 37,214,807 23.88 (0.10) 0.37 37.65 35.44
20 _
21| October 37,215,556 24.96 36.70 34.91
22
23|  November 37,219,313 25.25 36.09 32.98
24
25| December 37,221,344 25.09 1.58 0.37 35.73 33.98
26
27|TOTAL Year End 36,847,427 $25.09 $2.67 $1.48| 44.57%| $34.73 13.0
28 '
29
30| 1/ Monthly shares are actual shares outstanding at month-end. Total year-end shares are average
3 shares for the twelve months ended December 31, 2012,
32
33
34
35
36
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13
14
15
16
17
18

20
21
22
23
24
25
26
27
28
29
30
31
32
33
- 34
35
36
37
38

40
41
42
43
44
45
48

MONTANA EARNED RATE OF RETURN - PROPANE

OOND oI bd WM

Description This Year Last Year | % Change
Rate Base ) T ' o
101 Plant in Service $1,516,050 $1,514,514 0.10%
108 Accumulated Depreciation (670,649) (627,328) - -8.91%
Net Plant in Service. $845,401 - $887,186 -4.71%
Additions: , . - . B ,
Other Additions " $30,841 $32,160 -4.10%

Total Additions $30,841 $32,160 -4.10%
Deductions: '

190  Accumulated Deferred income Taxes $71,389 $25,548 179.45%
Total Deductions $71,389 $25,546 179.45%
Total Rate Base $804,853 $893,800 -9.895%
Net Earnings ($40,784) ($6,053) >-300.00% -
Rate of Return on Average Rate Base -5.067% -0.677% >-300.00%
Rate of Return on Average Equity Not applicable Not applicable

Major Normalizing and
Commission Ratemaking Adjustments
None
Total Adjustments
Revised Net Earnings
Adjusted Rate of Returh on Average Rate Base
Adjusted Rate of Return on Average Equity
Detail - Other Additions .
Propane on Hand $30,841 $32,160 -4.10%
Total Other Additions $30,841 $32,160 -4,10%
Detail - Other Deductions
Total Other Deductions - - -
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Sch. 28 MONTANA COMPOSITE STATISTICS - PROPANE A
e Description Amount
1| ' '
2| ‘Plant
4 101 Plant in Service $1,516,050
5 107 Construction Work in Progress : ,
6 117 - Gas in Underground Storage- 20,560,
7 108, 111 = Depreciation & Amortization Reserves 691,992
- 9|NET BOOK COSTS 844,618 = -
10 - ,
11 Revenues & Expenses
12 - . :
.13 400 . Operating Revenues 863,090 .
14 ' ' ' ,
15| Total Operating Revenues 863,090
16
17{ 401-402 Operation & Maintenance Expenses 821,117
18] 403-407 Depreciation Expense 43,367
19 408.1 Taxes Other than Income Taxes 59,095
20| 409-411  Federal & State Income Taxes (19,705)
21
22|Total Operating Expenses 903,874
23|Net Operating Income (40,784)|
24
25| 415-421.1 Other Income -
26421.2-426.5 Other Deductions : -
27|NET INCOME BEFORE INTEREST EXPENSE 3 (40,784)
28
29 Average Customers
-~ 30 Residential - 502
31 Commercial / Industrial 70
32
33|TOTAL AVERAGE NUNBER OF CUSTOMERS 572
34
35 Other Statistics
36 Average Annual Residential Use (Dkt) 47.2
37 Average Annual Residential Cost per (Dkt) . $23.63
38 Average Residential Monthly Bill $92.88
39
40 Plant in Service (Gross) per Customer $2,650
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Montana Customer Information- Propane, 1/

’_ Population Industrial :

: City Census 2010 Residential Commercial & Other Total

1| Townsend 1,878 502 70 - So- 572
2 ' , : .
3

4

5

6

7

8 .

9 Total 1,878 502 70 - 572
10
11 : 4
12 | 1/ Customer populations represent an average of the 12 month period from 01/01/12 through 12/31/12.
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MONTANA EMPLOYEE COUNTS 1/

Department Year Beginning Year End Average -

Utility Operations - - :

Executive 2 -2 2
Customer Care 109 106 108
Finance : 123 128 126
Regulatory Affairs 27 29 28
Distribution 549 583 566
Transmission - 201 497 199
Supply 32 31 32
Legal 12 16 14
TOTAL EMPLOYEES 1,055 1,092 1,074

1/ Consistent with prior years, part time employees have been converted {o full-time equivalents.
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MONTANA CONSTRUCTION BUDGET 2013 (ASSIGNED & ALLOCATED)

P@Ject Descrlptlon

Total Company

Total Montana .

1
2 Electric Operations R
3|MT Elec Trans - Crooked Falls Switch Yard $1,898,568 $1,898,568 | .
4|MT Elec Trans - 161kV.Breaker Ring Bus 2,064,443 - 2,064,443 |
5|MT Elec Trans - Jack-Rabbit-Big Sky 161kV Line 12,587,065 12,587,085
6|MT Elec Trans - Columbus-Rapelje to Chrome Jct 100 kV fine 2,331,225 | 2,331,225
7|IMT Elec Distribution - Elec Distribution Infrastructure Plan 44 871,666 . 44,871,666.
8(MT Elec Distribution - Billings 8th Street Sub Rlngbus ' 1,708,777 1,706,777 | -
9|SD Elec Trans - Yankton East Substation 3,048,058 |. '- ‘

10|SD Elec Redfield to Broadland 115kV 5,073,432

.9 . :

10jAll Other Projects < $1 Million Each MT 49,372,262 .49,372,262

11]All Other Projects < $1 Million Each SD 15,556,282 .

12|Total Electric Utility Construction Budget $138,509,778 $114,832,006 |

13

14 Natural Gas Operations

15|MT Gas Retail - Gas Distribution Infrastructure Plan 8,028,943 8,028,943

16/MT Gas Trans - Pipeline Integrity Mgmt - Green Meadow Golf 1,697,296 1,697,296

17{MT Gas Trans - Pipeline Integrity Mgmt - Other HCA projects 1,295,968 1,295,968

18

19JAll Other Projects < $1 Million Each MT 14,212,070 14,212,070

20}All Other Projects < $1 Million Each SD NE 4,699,171

21|Total Natural Gas Utility Construction Budget 29,833,448 25,234,277

22

23 Common

24Fleet and Equipment Purchases 6,000,000 4,261,000

25(BT CIS Upgrade and Consolidation 2,693,704 2,058,969

26[IT AM-FM GIS system 1,254,984 1,091,836

27

28

29(All Other Projects < $1 Million Each MT 4,626,219 4,626,219

30|(Includes IT, Communications, Facilities, Cust Serv) :

31]All Other Projects < $1 Million Each SD NE 1,733,980

32

33|Total Common Utility Construction Budget 16,308,887 12,038,024

34 :

35[MT CU4 capital additions - PPL invoice 6,461,700 6,461,700

36

371SD Big Stone, Neal 4, Coyote partner capital 1,629,517

38|SD Internal Generation - RICE NESHAP Compliance 3,825,938

39

40} All Other Projects < $1 Million Each MT 797,030 797,030

411 All Other Projects < $1 Million Each SD 1,314,309

42|Total MT/SD Generation 14,028,494 7,258,730

43|TOTAL CONSTRUCTION BUDGET $198,780,607 $159,363,037
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MONTANA SOURCES OF PROPANE SUPPLY

Schedule 33

Dekatherm Volumes Avg. Commodity Cost
2012 2011 2012 2011
- Year " Year Year Year
1 Name of Supplier '
) .
3|AmeriGas 20,616 44,545 $17.3774 $16.1018
4]Gibson Energy, LLC 17,633 $11.6206
5 ,
6|Total Propane Supply Volumes 38,249 44,545 $14.7235 $16.1018




MONTANA CONSUMPTION AND REVENUES - PROPANE

Operating Revenues Dkt Sold - Average Customers
2012 2011 2012 2011 2012 2011
5 : Year Year Year Year - Year Year
1 Sales of Propane ' '
2 o
3| Residential $559,511 $632,290 123,681 28,687 502 507
4| Commercial / Industrial 303,579 296,259 13,174 13,602 70 71.
5
6 . :
7{TOTAL SALES $863,090 $928,549 36,855 42,289 . 572 578
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